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KEY ECONOMIC INDICATORS 


Except as marked, figures are in $ millions; based on the de facto 
March 1975 exchange rate (LS.1.000 = $2.50) 


Ce D 


I T E WM 1974 % of Change 


INCOME, PRODUCTION, EMPLOYMENT 
GDP at Current Factor Prices in FY . ; 1746.4 + 
Per Capita GDP - In Dollars in FY = . 103.3 + 
Indices of: (1963 = 100) 
Agricultural Production, at end of June 159 160 
Industrial Production, at end of June 249 ; 266.7 
Gross Fixed Capital Formation, as % of GNP 12 NA 
Employment ('000s) NA NA NA 


Cotton Production (‘000 bales) 1260 1040 1240 
Average Cotton Price (¢ per 1b.) 66. 66.2 80.0 


MONEY AND PRICES 
Money Supply (Money and QuasicMoney)at 412. 509.1 656. 
n 


Public Debt Outstanding at end of 658. 691.8 1142. 

Of Which External c 297. 297.3 635. 

External Debt Service Ratio (%) Wi 15.0 14, 
Interest Rates (%) 

Bank of Sudan (rediscount) 6. 6.0 

0 

0 

0 

5 


£ 
9. 


Commercial Bank Prime 8. 8. 
Treasury Bills 3. 3. 
Consumer Price Index Average for(1970=100) 118. 138. 
Wholesale Price Index Average for(1965=100) 127. 148, 


3. - 
169, NA 
155. NA 


BALANCE OF BAYMENTS & TRADE 

Gross Official Foreign Reserves at end of 30. 

Balance of Payments Surplus (Deficit) - 24, 

Balance of Trade Surplus (Deficit) - 14, 

Exports, FOB 292. 
U.S. Share 9. 

Imports, FOB 305. 
U.S. Share ‘8. 


pos 93. + 75. 

+ 22, -23. - 
+ 75. -175. - 
394, 343.5 (- 15. 
a 17. +139. 
319. 519. + 62. 
28. 55. + 93. 


oOorNARNO O 


Main Imports from USA: (1974) Wheat $9.0, Agricultural and other Machinery 
$7.0, Chemicals $2.0, Transport Equipment $29.0 (including two Boeing 
aircraft). 


Main Exports to USA: (1974) Gum Arabic $12.5, Cotton $2.5, Hides and Skins 
$0.7. 
NA Not Available 

a Figures for 1974 are provisional, 

b Fiscal years in Sudan run from July 1 to June 30, 

c Actual or estimated payments (principal plus interest) divided by 
export receipts. In 1974, the sudden rise in debts did not mean a 
large increase in servicing payments that year. However, the 
Embassy estimates in 1975 the ratio will be 21.9%. 

d Index average for first ten months only of 1974, 


SOURCES: Department of Statistics, Bank of Sudan and U.S. Embassy 
estimates and projections. 





SUMMARY 


Although it faces many financial and infrastructural constraints, the Sudan 

in 1975 is moving ahead with determination toward its goal of becoming the 
leading food supplier of the Arab world. Cotton, traditionally the leading 
cash export crop, is being de-emphasized in favor of sugar, oil seeds, wheat 
and livestock. A number of major schemes are under development, some for mixed 
farming and some for specific crops like sugar cane. Industrial development 
is being concentrated on the processing of Sudanese agricultura! products - 
e.g., the spinning and weaving of cotton, the refining of sugar, and the 
crushing of oil seeds - but, in addition, the Government encourages a vari- 
ety of import-substitution ventures. The mining sector got a big boost in 
early 1975 when Chevron began an intensive search for oi] in coastal Red Sea 
waters and inland over a 500,000 square kilometer area. Chief among the coun- 
try's infrastructural problems are the lack of paved roads, inefficient rail- 
road management, inadequate communications facilities, and shortages of elec- 
tric power, construction materials and trained personnel of all kinds; with 
substantial international assistance, these problems will be alleviated sooner 
or later, although a fast pace of development is likely to cause new bottle- 
necks. The financial situation is characterized by 1) a severe shortage of 
foreign exchange caused by lower world demand for Sudanese exports and by the 
spurt in Sudanese development expenditures, and 2) a massive inflow, especially 
from the Arab countries, of loans (with attendant dangers for the debt service 


burden) and investment capital. US exports have risen dramatically in the 

past two years, and this trend should continue in 1975, although the rise has 
thus far been based on a limited number of items. Best prospects are in machin- 
ery and equipment for agriculture, food-processing, textiles, transport and 
construction. The fact that the Sudan - and its Arab financiers-like American 
technology and management gives US businessmen an advantage, which, however, 
they must work hard to exploit. 


CURRENT ECONOMIC SITUATIONS AND TRENDS 


Sudan's Leap Forward 


After years of stagnation, characterized by political struggle and. economic 
uncertainty, the Sudan has embarked on a determined, ambitious effort to live 
up to its enormous potential. Official development expenditures, which for 
years hovered around LS 30 million and engendered virtually no real GNP growth, 
in FY 1975* are expected to reach LS 80 million, concentrated mainly on pro- 
ductive schemes and related infrastructure. Even the fall in commodity prices, 
which in 1974 substantially reduced the Sudan's export receipts, did not slow 
the inflow of capital equipment and technology essential to growth. 


Political stability and a healthy investment climate have, of course, been 
key elements in the turn-around. For the first time since the Sudan's inde- 
pendence, a consensus seems to have emerged on the basic lines of development 
as well as on the form of economic organization. Few argue with the priority 
given by the government to agriculture and transport in a country which 


* The Sudan's fiscal year runs from July 1 to June 30. 





exploits only about 10% of the arable land and which, in most areas, is 
totally devoid of modern roads or telecommunications. Similarly, one can- 
not fail to notice the strength of sentiment in favor of a mixed economy 
with a strong private sector; Sudanese have not forgotten the excesses and 
mistakes of the period of nationalization and confiscation 1969-1971. 


The biggest change - and the principal reason why rapid development has 
become financially feasible - has been the entry of wealthy Arab states onto 
the Sudanese scene. An estimated $225 million, over half of it Arab money, 
flowed into the Sudan in CY 1974; this figure, or at least the Arab share, 
is likely to grow in coming years as projects come into fruition. Kuwait, 
other Gulf states and Saudi Arabia have all made clear their belief that the 
Sudan is the Arab world's best hope for regional self-sufficiency in agricul- 
ture. For sound economic and political reasons, they are increasingly com- 
mitting themselves toward making that hope a reality. The Sudanese, in turn, 
feel comfortable in this role; they welcome and seek the participation, not 
only of Arab capital, but also of Western technology and management in the 
Sudan's economy. 


As is usually the case when economic leaps are attempted, many dislocations 
and bottlenecks have appeared which tend to slow things down. Transport has 
already been alluded to: getting imports into the country and exports out can 
try the most patient souls. Trained manpower is short in most fields. Gov- 
ernment bureaucracy is often stifling. Visiting businessmen have trouble get- 
ting a hotel room (at least during the cool season), renting a car or hiring 
a secretary. New investors cannot find office space, residential housing or 
even duplicating machines to reproduce the six forms the Government always 
seems to require. Construction is everywhere, but no one seems able to buy 
enough cement or other materials to stick to reasonable completion schedules. 
The Sudan is like an old factory suddenly made to run at top speed. There 
are creaks, squeeks and break-downs, as old machines await replacement by the 
new. Even the most critical observers, however, would have to admit that 
many of the Sudan's economic problems are a concomitant of recent successes. 
The country is finally beginning to move toward fulfillment of its consider- 
able, long-recognized promise. 


Agriculture: Breadbasket for the Arabs? 


In agriculture, the Sudan has three main goals: 1) self-sufficiency in basic 
foodstuffs, notably wheat and sugar; 2) expansion and diversification of 
exports; and 3) improved productivity through mechanization. To reach these 
goals, the Sudan is exploiting its biggest resource - some 200 million acres 
of arable land - and depending on massive injections of external capital, 
particularly from the wealthy Arab countries. Government departments and 
corporations control most of this development, but the projects usually pro- 
vide for private tenancies or other arrangements which stimulate productivity 
through material incentives. 


The best-known new project is Rahad, a 300,000 acre mixed irrigated-farming 
scheme now scheduled for completion in 1978 at a cost of about $250 million. 
Several sugar projects will bring total local refined sugar production up to 





nearly 900,000 tons by 1980. Kenaf and other crops will be grown in eight 
projects totalling 120,000 acres by 1985. A mixed farming scheme on the 
Setit River will have 580,000 acres of irrigated land. The Southern Region 
is benefitting from a $10.7 million International Development Association 
project to expand various kinds of farming; and the Jonglei Canal project 
(see page 6) will initially open up 150,000 acres for mixed farming. The 
Government's various projects to expand and mechanize farming in rain-fed 
areas are proceeding apace, as is the program to expand the acreage of acacia 
forests by means of which the Sudan has become the world's largest producer 
of gum arabic. There are several livestock schemes in the early stages of 
implementation; they are designed primarily to expand commercial exploita- 
tion of the Sudan's existing animal resources, which are the largest in 
Africa or the Arab world. Finally, and certainly not least, the well-known 
2.3 million acre Gezira irrigated-farming scheme between the White and Blue 
Niles is undergoing a major transformation which will 1) reduce cotton acre- 
age by a third; 2) greatly increase the cultivation of wheat, peanuts and 
rice; 3) introduce livestock into the formal production plan; and 4) expand 
mechanization, especially in the harvesting stage of production. 


In 1974, Sudanese agricultural exports by value were as follows: cotton, 

$133 million (40% of the total); sesame seeds, $49 million (14%); other 

oi] seeds, $50.1 million (15%); livestock and livestock products, $38 
million (11%); and gum arabic, $25 million (7%). If production goals now 
envisaged are attained, and if prices remain unchanged, exports by 1980 

could look roughly as follows: cotton, $300 million (30%); sesame, $100 
million (10%); other oi] seeds, $250 million (25%); livestock and livestock 
products, $150 million (15%); gum arabic, $40 million (4%); and sugar, $100 
million (10%). Obviously the pitfalls to such growth are numerous, but 

enough progress has been made in the past two years to suggest that, with some 
luck and lots of outside capital (which could be forthcoming from the Arabs*), 
the goals are not unrealistic. 


Industry and Mining - So Far So Good 


As an aspiring agricultural giant, the Sudan has been remarkably free of 

the notion that economic development necessarily requires a heavy industrial 
base. While some import-dependent assembly and manufacturing operations 

have been encouraged (mainly through incentives to local and foreign entre- 
preneurs), the basic thrust of Government policy has been the industrializa- 
tion of Sudanese raw materials - e.g., yarns and textiles from cotton, sugar 
from cane, fiber and sacks from kenaf, edible oil from seeds, cement from 
limestone, and leather from skins. Even two large projects of doubtful econom- 
ic viability - a fertilizer factory and an export-oriented refinery, both in 
Port Sudan - in a sense prove the point, since the Government has refused to 
underwrite the costs in such a way as to permit early completion. Perhaps it 
hopes that, in the meantime, Chevron's efforts (which began in January 1975) 


* A recent Arab Fund study has recommended the wealthy Arab states pledge 
$1 billion for the Sudanese agriculture and related infrastructure over a 
ten-year period. 





at finding 011 beneath the Red Sea and in a 500,000 square kilometer area 
inland will be successful, thereby rendering feasible not only the two 
projects mentioned above, but perhaps an entire petro-chemical industry. 


If such are the Government's hopes, fortunately they have not interfered 

with the implementation of current policy under which, by 1980, 45 spinning 
and weaving mills, 30 of them privately owned, will make the Sudan a net 
exporter instead of importer of cotton cloths; six tanneries will be export- 
ing $7.5 million in finished skins annually; 20 mills will produce 100,000 
metric tons of cooking oil for domestic consumption and export; and the 
local demand for cement, particle board and perhaps paper will have been met. 
As is the case with agriculture, the Sudan's modest industrialization effort 
is facilitated by the fact that there are no chronic labor surpluses to dic- 
tate the adoption of antiquated technology. In fact, there is likely to be 

a shortage of trained artisans, technicians and engineers, although in this 
respect the Sudan is better off than many other Arab countries to which, inci- 
dentally, a surprisingly large number of Sudanese have gone in search of job 
opportunities and high pay. 


Transport and Communications: Battle Against Bottlenecks 


Visitors to the Sudan will quickly notice why the Government has given trans- 
port and communications top priority at this stage of the country's develop- 
ment. Quite apart from the absurdity of Africa's largest country having 

only 300 kilometers of paved roads, or of a Khartoum resident being unable to 
rely on telephone or telex connections with provincial capitals, the mode tra- 
ditionally used to move the Sudan's vital foreign trade - the railroad - has 
actually deteriorated due to old, inadequate equipment and inefficient management. 
Goods pile up in Port Sudan for want of transport, and importers find them- 
selves competing, not for buyers of their wares, but for import permits, for- 
eign exchange and, above all, space on railroad freight cars. The situation 
has gotten so bad that truck traffic is now flourishing on unimproved dirt 
tracks between Khartoum and Port Sudan. 


Much is being done to correct these faults. A $24 million International 
Development Association loan is aimed at modernizing the railroad, and a 
large number of new diesel locomotives (mostly US-made) and freight cars are 
due for delivery in 1975. An oil-products pipeline between Port Sudan and 
Khartoum is expected to be finished in 1976. A 25-year master plan for port 
expansion at Suakin and Port Sudan is being prepared. A micro-wave communi- 
cations system being built by Northrop/Page will link Khartoum with Port 
Sudan and other regional capitals by late 1977. A satellite ground station 
(also by Northrop/Page) with related telex equipment was just put into opera- 
tion near Khartoum. On the drawing boards is a Nile river transport system, 
including the "Jonglei Canal", which will divert the White Nile away from the 
huge Sudd Swamp area and provide the Southern capital of Juba with its first 
reliable surface route to the North. A number of airports with modern commun- 
ications and air navigation capabilities are planned to permit outlying towns 
to make full v~2 of the two Boeing 737s just ordered by Sudan Airways. Per- 
haps most important, roads are being constructed at a pace which, for the 
Sudan, can be called feverish. Most important among them is the 700-mile 





highway from Wad Medani to Port Sudan via Gedaref, Kassala and Haya, which, 
when finished in 1978, should provide excellent back-up capability for the 
railroad. Even with all these projects, much more could be done; a study 
financed by the Kuwait Fund suggested $2.9 billion in transport expenditures 
over a 12-year period. If the Arab countries continue to demonstrate as 
much interest in the Sudan as they have recently, quite a bit of that money 
may, in fact, be spent. 


Finance - Situation Normal (Critical But Not Serious) 


Next to transport, finance is the most obvious source of head-aches for 
Sudanese policy-makers. In 1974, when the demand for cotton fell drastically, 
the Sudan incurred a $250 million balance of payments deficit on current 
account... Since gross foreign exchange reserves have long been virtually nil, 
only massive inflows of capital from aid donors, investors and the IMF have 
made spending at the current level possible. The effect of this situation on 
the foreign businessman is predictable: he frequently has long to wait for 
payments and profit remittances; when visiting the Sudan, he is likely to 
find foreign exchange and customs controls strict and onerous; and, when 
deciding whether to make loans (which may well be required to clinch a deal) 
or equity investments, his creditors will quite rightly wonder whether the 
seemingly spendthrift Sudan will "go broke" in the future. At the domestic 
level, in addition to shortages which crop up from time to time, the Sudan 
has faced rather severe inflationary pressures (the consumer price index was 


up 25% in the year ending October 1974), due mainly to excessive growth in the 
money supply stemming from large Government budget deficits and to the effects 
of world inflation, notably the jump in the price of sugar, of which the Sudan 
in 1974 imported 165,000 metric tons (now worth over $100 million, or 20% of 
imports, at $700 per metric ton). 


It is easy in the face of this situation to be pessimistic. Yet there are 
positive elements which, in the end, probably overshadow the negative. First, 
the Sudan's spending spree is not primarily on productive consumption of 
luxury goods or military hardware, but on projects that, with virtual cer- 
tainty, will greatly increase future foreign exchange earnings (or savings) 

or remove key bottlenecks to development of the country. Second, the inflation 
which has disturbed the country is likely to abate; to take a good example, 
the import price of sugar has dropped over 50% from its November 1974 peak, 
while a rise in the fixed local price resulted in lower budget subsidies (and 
therefore in a lower, less inflationary budget deficit). Third, liberalization 
measures instituted in 1972 have not been altered in the face of foreign 
exchange shortages. The right to profit remittances is fully recognized, and 
compensation payments for the nationalizations of 1970-71 are being made on 
schedule. Investment act incentives were actually liberalized on 1974, and, 
in a January 1975 policy statement, foreign banks for the first time since 
1972 were encouraged to return to the Sudan for all but local commercial bank- 
ing. Finally, and perhaps most important, there is a general feeling that 

the wealthier Arab states will not let the Sudan down in time of need. In 
sum, aS long as the politics of the Middle East in general, and of the Sudan 
in particular, continue on their current course, the Sudan looks like a 
reasonably safe place to put one's money. 





IMPLICATIONS FOR THE UNITED STATES 


The Sudan, which does not currently produce 011, cannot begin to compete as 
a market with, say, Iran, Saudi Arabia or Iraq. The Sudan does, however, 
benefit indirectly from Arab oi] in that rich Arabs, for reasons of their 
own, are very interested - and willing to invest - in the Sudan. It thus is 
not unreasonable to expect that Sudanese imports, which were 62% higher in 
1974 than in 1973, will grow on an average of about 25% per annum compounded 
over the next five years, reaching $1.2 billion by 1980. For this reason 
alone the Sudanese market is worth keeping an eye on. 


There is another, better reason, however. Like the United States, the Sudan 
has large land areas it wishes to develop into export-oriented agriculture. 
Unlike many other developing countries, however, the Sudan is rather short of 
labor and, for the foreseeable future, will feel no pressure to oppose capi- 
tal-intensive production techniques. Since capital-intensive agriculture is 
precisely where the United States excels (and the Sudanese know it), there is 
great potential for the sale of US equipment and know-how in this field to 
Sudanese importers. Now is an excellent time for US exporters to take the 
plunge, since a number of new projects are being implemented, and the level 
of mechanization in old ones is being stepped up. 


Agricultural equipment may be the best single market (where, unfortunately, 
US exporters have been lax in recent years), but it is far from the only 


market. Others which should do well include: food processing and packaging 
equipment; textile machinery; construction equipment and materials as well 
as related equipment like air conditioners and elevators; trucks, general 
aviation aircraft and other transport equipment; communications equipment, 
including navigational aids (the Arab Fund appears committed to the Sudan's 
development in this field); equipment for the numerous hotels and lodges 
(some under franchise agreements with US chains) being built in the next few 
years; office and electronic data-processing equipment; and drilling and 
other equipment related to oil-exploration programs. 


In Sudanese markets, US firms will normally face stiff competition from 
European and Japanese companies, many of which are able to offer attractive 
credit terms. To be sure, United States exports have done well of late 
($55.3 million in 1974, compared to $28.7 million in 1973), but this success 
is rather misleading as it is largely attributable to the deliveries of wheat 
(in which the Sudan is about to attain self-sufficiency) and two Boeing air- 
craft. The potential for broader-based export expansion is there, however, 
and US companies will in most cases find a high degree of interest for any- 
thing they may wish to promote. 
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